
CITY OF ALAMEDA
Memorandum

To: Honorable Mayor and

Members of the City Council

From: John A. Russo
City Manager

Date: November 15 , 2011

Re: Accept the Treasury Report for the Quarter Ended September 30 , 2011

BACKGROUND

Each fiscal quarter an Investment Summary Report is provided to the City Council for
review , per City policy. Exhibit 2 to this report is the Treasury Report for the fiscal
quarter ending September 30 , 2011 , which includes detailed information on the City
investments , including average duration , market values and effective yields.

DISCUSSION

The investment report contained in Exhibit 2 includes all cash and investments available
as summarized in the five categories listed below as of September 30 , 2011. The
overall effective yield compares favorably with the two-year rate for U. S. Treasury bills,
which was .25% at September 30 2011.

Average
Amount Over Length of Effective

Investment Type Market Value (Under) Cost Duration Yield

Cash-on-hand and deposits $2,795 565 1 day 13%
Local Certificates of Deposit
(CDs) 190 000 218 days 68%
State Local Agency
Investment Fund (LAIF) 660 158 $43 634 236 days 51%

Government Treasuries/Aqencies 998 086 558 565 857 days 35%
Government Money
Market Funds 723 835 1 day 01%

Corporate Bonds 123 823 185 890 days 99%
, Bond Proceeds

(Held by Outside Fiscal Agents) 800 319 228 days 10%

Total $126 291 786 $640 384 75 years 25%
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The investments in Government Treasuries/Agencies and Corporate Bonds are
managed by PFM Asset Management and Chandler Asset Management , the City s two
registered investment advisors. PFM is responsible for managing investments ranging
between 1-3 years , and Chandler manages investments ranging between 1-5 years , all

of which have been made in accordance with the City s investment policy.

As of September 30 , 2011 , approximately 62% of LAIF's investments were in U.
treasuries and agency notes , 17% in CDs , 6% in Commercial Paper, and 15% in other
types of investments. The City registered investment advisors had invested
approximately 74% of their investments in U. S. treasuries and agency notes and 26% in
Corporate Notes and Commercial Paper. Most of their investments were rated either
AA or AA by independent rating firms , with none having a rating below an A.

Governmental Accounting Standards Board Statement 40 requires the City to recognize
the fair market value of its investments at the end of each fiscal year. The market
values of investments included in this report are obtained from the State Controller
office for LAIF and from the City s registered investment advisors and bond trustees for
longer term investments and for funds held with fiscal agents. These market valuations
are subject to daily changes in market value. The change in market values 
considered to be temporary in nature , as it is the City s general intention to hold its
investments until maturity, when they would be redeemed at cost.

Of the total cash and investments reported above , only the portion held in the City
General Fund (approximately $10.9 million , or 9%) and Internal Service Funds
(approximately $6.2 million , or 5%) is unrestricted , although a portion of these amounts
may be committed for existing obligations or designated for specific purposes. The
remaining $109 million (86%) of the City s cash and investments are restricted for
specific uses , in accordance with federal , State or local agency rules and regulations.

FINANCIAL IMPACT

In its preliminary financial statements as of September 30 , 2011 , the City had received
9% of the budgeted interest income for FY11- , estimated at $950 000 for the General
Fund and $2 million for all funds. The budget variance for the General Fund is due to
falling rates in the investment market for LA IF , U. S. Treasuries and Agency Notes. The
City s expenditure requirements for the next six months are covered by anticipated
revenues from City operations and liquidity from short-term and maturing investments.

MUNICIPAL CODE/POLICY DOCUMENT CROSS REFERENCE

All investments are made in accordance with the provisions of the City s approved
Investment Policy, which emphasizes safety, liquidity and diversification.

RECOMMENDATION

Accept the Treasury Report for the quarter ending September 30 2011.



Honorable Mayor and

Members of the City Council

Respectfully submitted and approved as to funds and account

Fred Marsh
Controller

Exhibits:
1. Review Letter from Kevin Kennedy, City Treasurer
2. Investment Portfolio Summary Report

cc: Kevin Kennedy, City Treasurer

November 15 , 2011
Page 3 of 3



City of Alameda G California

November 15 , 2011

Honorable Mayor and City Council:

I have reviewed the City of Alameda s Treasury Report for the quarter ending
September 30 , 2011 , and find that it complies with the Investment Policy
established by my office.

The interest of the Council is always appreciated.

kevin Kenned
! City Treasurer

KK/lg

Finance
2263 Santa Room 220

Calfornia 94501-4477
510747.4881 . Fax 510. 865.4045 . TDD 510. 522.7538
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City of Alameda, California
Investment Portfolio Summary Report
For the Quarter Ended September 30, 2011

Exhibit 2

Investments by Type

II Federal/Agency Issues
E: Medium-Term Notes
Gllnvestments with Trustees

IS LAIF and Others

Average
%of Duration Average Market

Book Value Total in Days Yield Value
Cash on Hand $8,440 00% $8,440
Cash on Deposit 787 125 13% 787 125
Certificates of Deposit $190 000 126 68% $190 000
Federal/Agency Issues $56 439 521 45% 857 35% $56 998 086
Medium Term Notes/Commercial Paper $25 085 638 20% 890 99% $25 123 823
Investments with Bond Trustees $16 800 319 13% 228 10% $16 800 319
Governmental Money Market Funds $723 835 01% $723 835
Local Agency Investment Fund $23 616 524 19% 236 51% $23 660 158

Total Investment Portfolio $125 651,402 100% 638 25% $126,291 786

years

General Fund All Funds

FY10- 11 Interest Income

FY11- 12 Estimated Interest Income
YTD Interest Income

***

Percentage of Interest received to date
** not all funds budget for interest earnings

***

excludes Market Value adjustments

I verify that this investment portfolio is in conformity with all state laws and the City s investment policy,
which is reviewed annually by the City Council and the City Treasurer of the City of Alameda.

$605 595

$950 000
$85 141

017 890

041 366
$145 862

* Market Value from sources including:
PFM Asset Management

Chandler Asset Management

Bank of New York

Union Bank

Fred Marsh , Controller page 1
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